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SUB J : CONSERVATIVE PARTY - ECONOMIC POLICY DEBATE 
REF: LONDON 10617 

1. ACCORDING CONSERVATIVE PARTY RESEARCHER (NIGEL FORE- 
MAN) JULY 9, THERE ARE BASICALLY THREE GROUPINGS OF 
OPINION AMONG CONSERVATIVE MP'S ON ECONOMIC POLICY. THERE 
IS THE WALKERITE GROUP (PETER WALKER AND HIS GROUP NUMBER- 
ING ABOUT A DOZEN) WHO BELIEVE BRITAIN’S INFLATION CAN BE 
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BROUGHT UNDER CONTROL ONLY THROUGH INSTITUTION OF A STATU- 
TORY INCOMES POLICY. THEY SUPPORT HEALEY ON THE RESERVA- 
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TION OF A THREAT TO INTRODUCE LEGISLATION FREEZING WAGES 
OR ESTABLISHING A CEILING, AND THEY RELIEVE HEALEY WILL 
BE FORCED TO IMPOSE THIS LEGISLATION. THEY BELIEVE, 

THOUGH, THAT A STATUTORY POLICY SHOULD BE INSTITUTED NOW 
RATHER THAN THREATENED OR "RESERVED". THEIR VIEWS, IN 
PART, STEM FROM ASSOCIATION WITH THE LAST MONTHS OF THE 
HEATH GOVERNMENT. THEY HAVE LITTLE INFLUENCE OUTSIDE OF 
THEIR IMMEDIATE GROUP, PROBABLY BECAUSE OF THE IMPRESSION 
THEY HAVE CREATED THAT PART OF THEIR ARGUMENT IS A JUSTI- 
FICATION OF HEATH'S "VISION" AS LEADER AND A WIDESPREAD 
BELIEF AMONG CONSERVATIVE MP'S THAT THEY ARE ACTIVELY 
WORKING FOR THE DOWNFALL OF MRS. THATCHER. 

2. AT THE OTHER END OF THE SPECTRUM IS A SOMEWHAT LARGER 
GROUP OF CONSERVATIVE MP'S WHO BELIEVE THAT A STRICT MONE- 
TARY POLICY IS THE PRIMARY WEAPON ANY BRITISH GOVERNMENT 
MUST USE TO COMBAT INFLATION. FOREMAN SAID THAT MRS. 
THATCHER STARTED OUT AS A SPOKESMAN FOR THIS GROUP, BUT 
NO LONGER SEEMS SO CONVINCED OF THE RIGHTNESS OF A PURELY 
MONETARY SOLUTION FOR BRITAIN'S ECONOMIC ILLS. 

3. THE THIRD GROUP, ACCORDING TO FOREMAN, IS THE 

GREAT "GRAY MASS" IN THE MIDDLE BETWEEN THE TWO EXTREMES. 
(FOREMAN RATHER UNCHARITABLY REFERRED TO THIS GROUP AS 
"BACK-BENCHERS AND BACKWOODSMEN "). THIS GROUP WOULD PRO- 
BABLY "GO ALONG WITH" WHATEVER THE SHADOW CABINET ESPOUSE 
AS "THE" CONSERVATIVE ECONOMIC POLICY. 

4. FOREMAN SAID THAT THE SHADOW CABINET ITSELF REMAINS 
DIVIDED INTO ESSENTIALLY THE SAME THREE GROUPS. A SHADOW 
CABINET MEETING WAS TO BE HELD JULY 9 TO ATTEMPT ONCE 
AGAIN TO THRASH OUT AN AGREEMENT. THERE HAVE BEEN PREVIOUS 
MEETINGS FOR A SIMILAR PURPOSE WITHOUT SUCCESS, HE SAID. 

SOME COMMUNALITY WAS REQUIRED SO THAT CONSERVATIVE SPEAK- 
ERS COULD PERFORM BETTER IN PARLIAMENTARY DEBATE. CONSER- 
VATIVES EXPECT HEALEY'S PROMISED WHITE PAPER ON NEW ECON- 
OMIC MEASURES JULY 1 1 AND DEBATE IN COMMONS BEGINNING 
JULY 21. 
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5. THERE ARE SOME ADDITIONAL FEATURES TO THE DEBATE, 
FOREMAN SAID. WHILE THE SHADOW CABINET SEEMS TO BE GENERAL 
LY AGREED ON THE NEED TO CUT PUBLIC EXPENDITURES, MOST 
MEMBERS BELIEVE SUCH CUTTING SHOULD BE SELECTIVE AND NOT 
ACROSS THE BOARD. SHADOW MINISTER OF DEFENSE GEORGE 
YOUNGER, FOR EXAMPLE, BELIEVES CONSERVATIVES MUST PRESS 
GOVERNMENT FOR INCREASED SPENDING ON DEFENSE, WITH RESUL- 
TANT NEED TO CUT SOME SOCIAL SERVICES EVEN FURTHER. 

6. COMMENT: IN AN EARLIER CONVERSATION WITH EMBASSY 
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OFFICER, PETER WALKER GAVE A REMARKABLY SIMILAR PICTURE 
OF THE VARIOUS SCHOOLS OF CONSERVATIVE ECONOMIC POLICY 
DIFFERENCES WITH, OF COURSE, HIS OWN PREJUDICES. HE POINT- 
ED OUT THAT MRS. THATCHER WAS ELECTED LEADER WITH THE 
SUPPORT OF A RELATIVELY SMALL NUMBER OF MONETARISTS AND 
NOW FOUND HERSELF "IN DEBT" TO THIS GROUP. HE SAID HE 
BELIEVED SHE PERSONALLY WAS NO LONGER EXCLUSIVELY A 
MONETARIST AND WOULD INCREASINGLY HAVE TO MOVE AWAY FROM 
THIS GROUP. 
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7. IT IS PERHAPS WORTH NOTING IN ADDITION THAT FOREMAN 
SKIRTED ANY REAL DISCUSSION OF SIR KEITH JOSEPH S ROLE 

IN THE CONSERVATIVE DEBATE. WHILE JOSEPH IS OFTEN LABELLED 
PURELY AND SIMPLY A MONETARIST, IT IS PERHAPS NOT ALL THAT 
SIMPLE. FOREMAN MAY ALSO HAVE BEEN OVERLY CAUTIOUS ABOUT 
SIR KEITH BECAUSE OF UNCERTAINTY ABOUT THE PRESENT AND 
FUTURE ROLE OF SIR KEITH'S CENTER FOR POLICY STUDIES 
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(REFERENCE LONDON'S A-207) WHICH IS IN SOME WAYS A POSSI- 
BLE COMPETITOR WITH FOREMAN'S CONSERVATIVE PARTY RESEARCH 
ORGANIZATION. 

8. IN REGARD TO SPEECHES HEATH HAS GIVEN OVERSEAS ON THE 
BRITISH CRISIS, FOREMAN SAID QUITE FORTHRIGHTLY THAT THEY 
WERE DESIGNED TO KEEP HEATH'S NAME IN THE FOREFRONT AS AN 
OUTSPOKEN CONSERVATIVE ALTERNATIVE TO MRS. THATCHER AND 
COMPANY ON ECONOMIC POLICY. HEATH PROBABLY SEES, FOREMAN 
SAID, HIS ONLY ROAD BACK TO POWER AND INFLUENCE (I.E., 

RETURN AS LEADER OF THE PARTY) THROUGH NATIONAL UNITY 
(I.E., A COALITION GOVERNMENT) AND THUS HE WILL TRY TO 
KEEP HIMSELF IN THE MEDIA SPOTLIGHT FROM TIME TO TIME, 
PARTICULARLY ON ECONOMIC TOPICS. 

RICHARDSON 
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